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1. In a ooaftnoM vlth the eumUi* for Personnel 
«ad IMniatratioBi the Chief# Finance Division# NprvMntvtlws 
of Special funds and tha Ansml Counsel's Off loo# It vm 
watltfMWd desirable to iltiUM certain basis problems ««• 
wnlog the treatment and handling of Ipoolsl Psois oiomu 
ctth yvopor officials of tbs Central accounting Office* iooord- 
Ingly# t eoaference «ss bald on tfas aftonsossf 1* leveafeer la 
••••" ' : 'tfas Offioo of tfas Central Counsel of tfas kao«al AecotatUg 
Offloo# with Mr. Flsbsr# Assistant General Counsel# 9A0J Ir. 
I li mttBi Assistant Chief of tfao Audit Division!# 010 j Hr# Mabels# 
Chief#fapeelal Funds! and ttr* Houston sad Mr. ‘Warner of tfas 
General Counsel* s Office. tfas purpose was tofliioiia too 
basis jurafalems detailed below. in sssfa ssss tbs proosdurs 
sr tfadhtr pnstlesd fay fipeolal funds is contrary fas normal 
Movernaent regulations# rat in both ossss It Mas fait by 
ropNNaUfclTM of CIO that these practices and tboorlss 
«nt necessary to operation sad justifiable in Tin of tfas 
special dremastenees and tfas centrals exercised fay special 
Pontl* It ssa fait that It mould be inadvisable to leqaest 
a writ tan opinion firm GAP as avon a fins oral upprovalf tfas 
lassfa it was planned to achieve was# fay explaining tbit Special 
funds proposed to do andbew tfasy proposed to do it# to pat the 
office on record that it had kept tfas Interested Government 
offlao Informed# and so to forestall any crltlUlaa of bad faith 
or aogllfaaoo in possible future investigations or special situa¬ 
tions* 

2* Tbs first problem diaeuased eonoaraad the praotie# 
Of oonsldorlng foreign eurrenoles purchased by Speoial Funds as 
"commodities* to tfas ssss extent as other property used for 
operational purposes. It was explained that these foreign 
eurrenoles are obtained in various and often devious manners# 
and# that while full accountability is kept of the eventual 
expenditure of the foreign currencies# for practical purposes 
it la desirable to consider the American dollars used in the 
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u expended* This permits stock-piling of required 
Imtpi currencies in all parts of tbs world against pretested 
operations* Snob stock-piling is nssssss ry ts service ««rll 
side secret intelligence operations* the sueeessffcl perfotnssnoe 
ef which requires long range planning and preparation* la 
ordinary exchange transactions* the foreign eurreneles senld 
be •money* as sash as tbs dollars with which they srs bought* 
bat ease pnrshassd and coHsittsd to future elsndestine opc ra- 
tiens* they lose their exchangeability and beesms* in offset* 

. eesasdltlea which are carried evsr for ovpoiiituvu Inynd the and 
of the fiseal /ear as srs ether eonmodltles# end not srstitsd 
back to the old appropriation and charged to the new* dp dollars*'* 
weald be* Admittedly this In offset supplcnelife the 
. tien* Sows tor* it was the oontsntion of rspreoomtstiuew of 

(HO that this is" hot ebjsotiwneblo If good Mm in. 

l*»*f just so long as the mount* stock-piled for 1 
flaeel year are for the dlreotsupport of continuing er definite!/ 
foreseeable needs* Mr* fisher stslwt that* while Mi Met net 
given the wetter sueh thought* he vtnild have at ■used that Old 
would have to stock-pile currencies for its confidential opera¬ 
tions, as it was obviously a necessary nows* He o o meur rod that 
tbs question of . bed faith was the inpertsnt point* stating that 
if .919 pat in reports of s million dollars a month • tor purchase 
of foreign ourrenelee throughout the yen* and than is Am* at 
the and of the fiscal year* reported ton million* they wanld 
immediately question the last report on the grounds of bad faith* 
Mr* Houston* referring to Hr* Echols for confirmation* assured 
Mr* Fisher that CIO would oo maintain its forotga o t o ben g o • 
activities that it could at all times show that the curroaolc* 
purchased were for reasonably forosooablc expenses of pwjacted 
operations* It was Mr* fishsr»s informal opinion that bush a 
shewing would be satisfactory in case of general investigations 
or eenplaint on individual items* and that within such bounds 
of good faith it would be proper to consider es expended ell 
dollars exchanged for foreign currencies* 


9* In connection with tills discussion* a specific 
ease was discussed concerning an exception taken by the Accounts 
Division of 9A0 to a report of miscellaneous receipts maids seme 
months previously* In brief* the eitustion arose because Special 
Funds had made actual payment in the local currency in China of 
certain vouohered obligations* The transactions wore reported 
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back on proper vouchers* and Special.Funds was reimbursed bora 
by vouchers* funds in dollars* Shis assented to a voMWwrtlon 
of the local ourrenoy into dsllpiwhy S pa aj ft p l fpndi* Kora there 
was in offset a aero axohangelfcgfiiI a tjwiy <P las part of speelal 
Pandas dollars converted to foreign-oorrrao^'oltb tho lat a ilfc to 
receive dollars again for-thia eurremoy* la ilrti an exchange 
transaction* any profits realised would bo In fast an improper 
supplement to the appropriation. Qhder normal airomaatamaes any 
auoh’ profit would bo eovarad. Into tho freaaewy as a miaaallatteoua 
receipt* Duo to tha various and ofton eeaplleatad meana by whioh 
tha foralgn ourronoy In question was praoa a r s d* itvaa ibana to bo# 
as a practical matter* impossible to pot a Mat value on tho 
currencies with any dagrao of shfunanft 'and^lt -was eonsequently 
squally impossible to estinateaoouratefr tha aaownt of the 
profit involved* in order to avoid posa.il$ility. of an isprinsr 
supplement to tha appropriation, it waa decided that tho Dffit 
aaount of tho doUa ra reimbursed to Spoolal pads# whloh waa In 
offoot a reconversion* should bo oovorwd bask into tho 9*ta*ury* 
This woo 4 om« and profits plus coat woro t urn od in as ml aa e lia n o - 
oua rooolpts* At tha tho tho first report was mode# tha fast 
and aaount of ourronoy commodity assets In Dhiwa war# oonatdorsd 
noat confidential. Consequently»'tkarwpprt to tho Ittwiilty Of 
nlaoollanoous rooolpts woo made nduwt detail other than tho 
statement that It waa tho pro o ea dasf.a salts of a onawiftiy* 
the Audit Division of DAO took an oxooptlsn to tho r o pe* ** rs- 
questing further information* 

4* This situation was outlined to Mr* iiahap end 
Mr* Johnson* They expressed surprise that tha report had boan 
made at all* inaamuoh as had tho aeaay refunded boon spoilt for 
confidential purposes they vapid never hqvobeen aware of tho 
tranaaetion. it waa pointed oust that'-thor#' was always the 
possibility of an lnvastigatlonef tha handling of unvowsharod 
funds* in which event Old wished to be in a position to Mow 
that* insofar aa it was operationally possible* no dlfforoneo 
waa mads in tha us# of vemshered and unvouohsrod funds* Inaa¬ 
muoh aa to uchared funds would roport profit on axahango trans¬ 
act Iona , unvouohsrod should do likewise* in order to forostall 
any olalm that tha appropriation had bean supplemented in an 
improper and unjustified meaner* Mr* fisher thought that 
perhaps Special Funds had leaned ovbr .backwards in this matter 
but certainly saw nothing ob jectionable from tho GAD point of 
view* and Mr* Johnson stated that if we would wake a vary brief 
written explanation directly to him with refersnoa to this 
conversation* ha could arrange to taka oars of tho exception* 
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Hr. Mlshar expressed nuprltt taunt this utter had been 
toutterte w Mafldutlg ta ttet of tte fast# as stated 
tteWf that te to! ■ awtcnfltwilly Ufoud an inteUlgoncs 
agency would haw* foreign owrrenalen. ' It 

was explained that It wa* : n*t the existence* but it was the 
amounts* rtierfgoewts and itsaw to ibioh pvt that Might be ex¬ 
posed In any tiiMter explaining such a tr ana cation* zt waa 
agreed*. hawewsr# that an Mt6t transactions tba security prob- 
- lax waa r teate * ta tba extantthst 616 wauld ba abla to aatla-' 
fy Hr* Jchnao* on any speaiflobaaaa that «mm* 

t« the sccrmd basic problem discussed bad to 
do with tba treat—fr of dollar advances aaat aversea* either 
far expertw*#w»M later eeaversion -lata foreign 

surren cy* fhdae ta made toy any of three 

agent-cashier* la this toanrr’te disbursing offiaars sf 
nlaaloaa w ta individuals aitnui* saoh agent-eaahler la 
bondad in tba auovnt «f ta00»090# and a an requisition funds 
frca tba Treasury only to tfca extant of hla band* than tba 
agent-e ashler sands dollar* overseas, in itrtet thMty ba is 
staking advances to ba ao so u ntsd for latar* If thay ere tram tad 
merely ms advaneee* ba maynot request reistouraament from the 
Treasury until ba has ©ompleted tba asoouotlnge* onlaaa tba 
Treasury vara - willing to alXewaseh ageat-esahisr to oarry 
hugs outstanding advances far Ip axeaas of hla band* It wma 
atatad to Hr* Fiatesr and ffry-jtfrnsea that tba deslrablo 
procedure would ba bo tr*ctevwrse*s dollar sdvinsss, far tba 
purpose af repte*tfabmenb ? ta 4geat*ea*hlers only* as actual 
expandltures* thus* If ana agsnt-caahler bad forwarded hie 
fall $200*006, ba would •datt a voucher for tba Director's 
signature that tba funds involvwd bad boon proparly axpandad 
far eenfldantlal purposes* tli voueher would bw aeoeptable 
ta Mr* Branaam of the Treasury as an accounting* nod ba would 
tharaupan advance furtbar fUsda ta tba agent-cashier to tba 
full extent of hla $209*609 bond* Zt waa made quit# clear that* 
-in spite af this praotiaa far replenishment purposes* complete 
accountability records ara maintained at all times on these 
dollar adranaaa* sa that the agency raoords eventually produce 
tba soaa Information as If tba dollar transfers wero in all 
rospocts troatod as advances* 

6« Zt was further pointed out that rooorda wore 
maintained which wauld indie at* at tba and of tba fiscal year 
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the amount of outstanding dollar edvanoes overseas# and this 
t a unt wtU bo erodltod book to tho old appropriation and 
charged to d» nor* oo that there wild in no w ay bo a 
s u p pl ementation of any year*# appropriation* It van felt 
that thla year-end adjustment obrlatod any elaln of had faith* 
hr* Habar aafead boo thla reimbursement of agent-eashlera had 
boon handled In tho past* It was otmtod that tho procedure 
oatllaod above had# la foot# boon used. in view of this# hr* 
Ilahor said ho would advise Mist 0X0 continue to use this 
practice until such tine as OAO# for one reason or another# 
night ‘request that tba praotloo ooaooj ho turned to Mr* Johnson# 
shir said that that would bo hie advise oloo* Ho did not state 
that 010 would# of its own volition# request CIO to change its 
Itloo In thla natter# but sold It was always posslblo that 
ivostlgatlon or seqao special Incident might oonpol msn to 
require different hsndltsg*lt was polntod out by tho 010 
representatives that tho jpapntd praotloo erested a teehnioal 
lnaeswraoy# as tho dree tor would bo certifying to tho expendi¬ 
ture of funds uhleh# in strlot theory# wore only advanced. 
However# these advances ware node not as general advances# 
bat were for expenditnre oa opoelfle projests approved In 
advance# and If not so expended# wore brought bask In the 
appropriation* Mr* fisher said that if sueh vouchers were 
aeesptable to Mr* Brennan# hi# advise was to continue the 
proaties ae one necessary to carrying on opsratlona* 


7* It la felt that tits dissuasion of the two prob¬ 
lems# as outlined above# served the desired purpose* did ob¬ 
tained tho benefit of the advice from those offlatale boot 
qualified to pass oh such questions* Ho official ruling or 
opinion was obtained# end the attitude of Mr* Johnson end 
Mr* pleher» while extremely friendly# showed that official 
rulings night wall b# adverse to the needs of Old* although 
the discussion was unofficial and off the record# it le folt 
that a freak discussion of such fundamental problems with the 
donsrsl Accounting Of flee indicated the good faith of those 
la charge of eonflddntial funds# end thus not only forestalled 
possible future criticism but also sided the already friendly 
relationships with the doners! Accounting Office. In this 
connection# Mr. Fisher said he was sure further efforts would 
be mode to investigate past intelligence confidential expendl- 
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tures* but lwplled that th« pressure would «qm frem Oougreca 
ad not hlc office. Be stated. u vu veil known. tbtt Xr* 
Warren. the comptroller Qeneral. wee opposed to tbs use of 
confidential funds end they vould be increasingly hard to ob¬ 
tain. The CIO representatives stated that In case <11$ hod 
any specific inquiry it was felt that satisfaction eestldbe 
given without impairing the security of the confidential 
expenditures, and that if Hr. Warren or his designee wished. 
CIO would be glad to diaousa its syateaa of regulations, and 
controls over tbs expenditure and accounting of uavowsheared 
funds. 
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